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A 


Actuarial assumptions 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87, 172 


Administration of estate 

Interest rate for annuity trust or unitrust 
amounts deferred by estate administration 
(RR) 20 

Post-10/22/86 estates generation-skipping 
transfer tax direct skip reporting require- 
ments (Ann) 37 

Right of recovery by estate of estate tax against 
person receiving property upon which estate 
tax paid, §2207B 13 


Administrative expenses 

Executor’s commission deducted from estate in- 
come is properly allocated to residuary of es- 
tate, charitable bequest amount from residu- 
al estate reduced (US TC) 26 

Interest paid on deferred estate taxes under 
§6166, deductible administrative expense not 
subject to alternative minimum tax (US TC) 
16 

Interest payments on loan incurred to pay es- 
tate tax deductible (US TCM) 42 

Marital deduction not reduced by expenses 
chargeable to income (US TC) 70 


Administrative powers 
Substitution of assets in trust results in grantor 
trust status for trust (PLR) 20 


Advance rulings 
See 
—Private Letter Rulings 


Allocations 

Executor’s commission deducted from estate in- 
come is properly allocated to residuary of es- 
tate, charitable bequest amount from residu- 
al estate reduced (US TC) 26 

Interest on late estate and inheritance taxes 
properly allocated against estate income rath- 
er than estate where testator intent clearly 
shown (US TC) 28 





Alternate valuation date 

Special use real property valuation election 
used in conjunction with alternate valuation 
date election (RR) 22 


Alternative minimum tax 

Interest paid on deferred estate taxes, deduct- 
ible administrative expense not subject to 
AMT (US TC) 16 

Net unearned income of child under age 14, 
AMT liability 16 


Annual gift tax exclusion 

Crummey trusts (PLR) 31 

Direct skip transfers which qualify under 
§2503(b) exempt from generation skipping 
transfer tax under certain conditions 164 

Irrevocable life insurance trusts 108 

Power of attorney authority under state law “to 
grant or convey” is specific enough authoriza- 
tion to make valid pre-mortem gifts on behalf 
of decedent (US TCM) 40 


Annuities 

See also 

—Joint and survivor annuities 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87, 92, 172 

Joint and survivor annuities qualifying as 
QTIP, proposed legislation 169 


Apportionment 
Pooled income funds, apportionment of depreci- 
ation deduction 123 


Apportionment of tax 

Testamentary statement directing payment of 
estate taxes from widow’s residual portion of 
estate overrides state law allocation (US TC) 
27 


Appraisals 
Charitable contributions of property, Final 
Regulations 17 


Appreciated property 

Bargain sales to charity, only gain on contrib- 
uted portion of property reduces value of gift 
(TD) 17 





Revocation of election for trust to recognize 
gain on distribution of appreciated property 
(PLR) 19 


Art objects 

Undivided partial interest in artwork, charita- 
ble income tax deduction equal to percentage 
of undivided interest (US TC) 18 


Ascertainable standard 

Income interest for life with ascertainable stan- 
dard including “comfort,” remainder interest 
is completed gift to children (PLR) 31 


B 


Bargain sales to charity 
Appreciation attributable to gift element is re- 
duced to determine value of gift (TD) 17 


Beneficiaries 

Four year spread terminable on death of benefi- 
ciary within four year period (Notice) 19 

Lump-sum payment received from settlement 
with estate in lieu of estate distribution of 
income interest in testamentary trust is taxa- 
ble income (US TC) 17 

Pooled income funds, apportionment of depreci- 
ation deduction 123 


Board of directors 

Present value of survivorship annuity included 
in gross estate where decedent was board 
member with power to modify or terminate 
corporate plan (US TC) 24 


Business planning 
Dickman v. U.S. analysis 59 
Estate freezes 3, 61 


Business trusts 

Marital accumulation trust and marital income 
trust holding gas and oil interests not corpo- 
ration for tax purposes (PLR) 21 

Partnership classification results where trust 
had centralized management and business 
purpose but lacked other indicia of corporate 
status (RR) 21 : 
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C 


Charitable contributions 

Appraisal requirement for property, Final Reg- 
ulations 17 

Bona fide will settlement payment to charity 
qualifies for charitable estate tax deduction 
(RR) 115 

Land and buildings may be valued at their re- 
production costs (CA 8) 17 

Overriding royalty interest and net profits inter- 
est contributed from taxpayer’s working in- 
terest are less than entire interest and not 
deductible (RR) 18 

Section 306 stock 18, 171 

Unrestricted charitable bequest to foreign gov- 
ernment does not qualify as charitable deduc- 
tion 145 

Valuation 88 


Charitable estate tax deductions 

Executor’s commission deducted from estate in- 
come is properly allocated to residuary of es- 
tate, charitable bequest amount from residu- 
al estate reduced (US TC) 26 

Louisiana law requiring heirs to assert rights 
and to take possession of property to void 
charitable bequest results in completed trans- 
fer (US TC) 26 

No interest on refunds allowed under TRA 
1984 change of law permitting deduction of 
entire trust fund where income beneficiary 
dies within same year (US ClsCt) 25 

Payment to charity in bona fide will settlement 
deductible (RR) 115 

Pooled income funds 101 

Unrestricted charitable bequest to foreign gov- 
ernment does not qualify as charitable deduc- 
tion (TAM) 145 


Charitable gift tax deductions 
Charitable income trusts (RR) 33 
Pooled income funds 101 


Charitable income tax deductions 

Appraisal requirements 17 

Gain from gift portion only of bargain sale 
reduces value of gift (TD) 17 

Indian artifacts collection, best indicator of val- 
ue is taxpayer’s cost (CA 9) 17 

Pooled income funds 101 

Preferred stock deemed to be §306 stock value 
reduced by amount by which gain would have 
been taxed as ordinary income had stock 
been sold (US TC) 18 

Reproduction costs of land and buildings may 
be used to determine charitable deduction 
amount (CA 8) 17 

Scientology training class expenses paid for in 
return for participation in church’s religious 
practices deductible as charitable contribu- 
tion (CA 6) 18 

Section 306 stock contributions, deduction pre- 
cluded by §170 (TAM) 171 

Tax shelter units’ inflated purchase and put 
prices arrived at through prearranged scheme 
may be ignored (CA 4) 17 

Undivided partial interest in artwork, deduction 
equal to percentage of undivided interest (US 
TC) 18 


Charitable income trusts 

Gift tax charitable deduction (RR) 33 

Merger of irrevocable trusts, whose charitable 
periods have already expired, does not affect 
exemption from generation-skipping transfer 
tax (PLR) 37 





Charitable lead trusts 
See 
—Charitable income trusts 


Charitable organizations 
Real estate pooled income funds, benefits 102 


Charitable remainder trusts 

Interest rate for annuity trust or unitrust 
amounts deferred by estate administration 
(RR) 20 

No interest on refunds allowed under TRA 
1984 change of law permitting deduction of 
entire charitable remainder trust fund where 
income beneficiary dies within same year 
(US ClsCt) 25 

Qualified domestic trust followed by 56 


Checks 

Withdrawals from decedent’s checking and bro- 
kerage accounts under power of attorney, ex- 
clusion from estate if withdrawn before dece- 
dent’s death (US TC) 22 


Citizenship 

Jointly-owned property with right of survivor- 
ship held by citizen and non-US. citizen, 
TMRA 1988 amendments to estate tax treat- 
ment 25 

Marital deduction 26 


Civil tax penalties 
Reform and consolidation, proposed legislation 
169 


Claims against estate 

Split-gift election by estate and spouse, estate 
may deduct only 50 percent of gift tax arising 
from pre-death gift by decedent (TAM) 25, 
43 


Closely-held corporations 

Control premium, minority discounts, gift tax 
valuation of stock in family-owned corpora- 
tion transferred among family members 
(TAM) 91 

Estate freeze guidance issued (Notice) 142 

Extraordinary dividends distribution from close- 
ly-held business to trust was return of princi- 
pal, not DNI (PLR) 18 

Restrictions placed on stock in transfer instru- 
ment not to be considered for gift tax valua- 
tion purposes (CA 7) 31 


Constructive stock ownership 
Estate freezes 4 


Credit shelter 

Marital deduction allowed pecuniary credit 
shelter bequest that must be funded with 
property valued at date of distribution fol- 
lowed by marital trust (TA M) 144 

QTIP planning 151 


Creditors’ rights 

Power of appointment exercisable in favor of 
creditors, but not otherwise exercisable in 
favor of holder or holder’s estate, is general 
power (PLR) 25 


Crummey trusts 

Annual gift tax exclusion (PLR) 31 

“Hanging power” invalidated for irrevocable 
life insurance trusts (TAM) 113 

Non-exercise of demand power not taxable gift 
where beneficiary retained control with testa- 
mentary power of appointment (PLR) 31 





D 


Death benefit plans 

See also 

—Joint and survivor annuities 

Estate tax treatment 

—Non-qualified plan not terminable on face 
(TAM) 24 


Death tax payment redemptions 

See 

—Redemptions of corporate stock to pay death 
taxes 


Deductions 

See also 

—Administrative expenses 

—Charitable estate tax deductions 

—Charitable gift tax deductions 

—Charitable income tax deductions 

—Claims against estate 

—lItemized deductions 

—RMarital deduction (Estate tax) 

—Marital deduction (Gift tax) 

Estate tax deduction for projected interest pay- 
ments to controlled closely-held corporation 
on loan used to pay estate taxes upheld (US 
TCM) 42 

Estate tax deduction for unpaid gift taxes, only 
half of gift tax deductible for split gift where 
estate and spouse each paid half of tax 
(TAM) 43 


Definitions 
Family 4 
Grantor retained income trusts 62 


Depreciation 

Joint purchases of term and remainder interests 
in property, denial depreciation deduction in 
budget reconciliation legislation 168 

Real estate pooled income funds, depreciation 
reserve requirement (GCM) 123 


Disabled persons 

Guardian’s right to exercise power to terminate 
trust for benefit of disabled beneficiary at age 
21 satisfies §2503(c) requirements; gift is di- 
rect skip for GST tax purposes (PLR) 36 


Disclaimers 

Charitable estate tax deduction upheld where 
state law provided that heirs must assert 
rights and take possession of property to void 
bequest (US TC) 26 

Election against will by surviving spouse is not 
acceptance of benefits, disclaimer of portion 
of statutory share is qualified (PLR) 33 

Generation-skipping transfer tax grandchild ex- 
emption applicable to interests passing to 
grandchildren on account of disclaimer 
(PLR) 37 

Invalid §2032A election made where children 
of widow disclaiming property did not sign 
disclaimer (CA 8) 22 

Surviving spouse disclaimer of interest in bene- 
ficiary trust into which decedent’s retirement 
benefits were to be placed in favor of rollover 
to IRA was timely (PLR) 32 

Survivorship interest disclaimed within 9 
months after death of spouse, rather than af- 
ter creation of joint tenancy, was timely (CA 
8) 32; Fourth Circuit concurs (CA 4) 117 

Untimely disclaimer of remainder interest at 
termination of trust results in gift tax liability 
imposition against decedent’s estate (CA 3) 
32; transferee liability for gift tax and inter- 
est limited to amount of gift (CA 3) 33 
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Distributable net income (DNI) 

Estate distribution including DNI character- 
ized as principal under state law must be in- 
cluded in trust’s DNI to determine character 
of income (TC) 19 

Extraordinary dividends distribution from close- 
ly-held business was return of principal, not 
DNI (PLR) 18 


Distributions, estates and trusts 

Estate distribution including DNI character- 
ized as principal under state law must be in- 
cluded in trust’s DNI to determine character 
of income (TC) 19 

Lump-sum payment received from settlement 
with estate in lieu of estate distribution of 
income interest in testamentary trust is taxa- 
ble income (US TC) 17 

Revocation of election for trusts to recognize 
gain on distribution of appreciated property 
(PLR) 19 

Spouse’s interest in decedent’s estate termina- 
ble and ineligible for marital deduction when 
conditioned on surviving estate distribution 
(US TCM) 28 

Trust that accrued income between last distri- 
bution and death of surviving spouse not eligi- 
ble to be QTIP trust; estate tax savings by 
surviving spouse’s estate allowed (US TC) 
27; “Interim settlement procedure” (Notice) 
68 


Distributions, pension & profit-sharing plans 
See also 

—Rollovers 

Excise tax on excess distributions, §4980A 75 


Dividends 

Controlling preferred shareholder’s refusal to 
declare dividends is taxable gift (TAM) 60 

Gift tax consequences of S corporation dividend 
policy (PLR) 144 


Dower or curtesy interests 

Unconstitutional dower statute results in reduc- 
tion of marital deduction from settlement 
amount to amount actually bequeathed to 
spouse (US TC) 26 


E 


Economic interests 

Overriding royalty interest and net profits inter- 
est contributed from taxpayer’s working in- 
terest not eligible for charitable income tax 
deduction (RR) 18 


Economic Recovery Tax Act of 1981 
Marital deduction transition rule (US TC) 27; 
(US TCM) 28 


Elderly 

Durable powers of attorney in longterm care 
planning 136 

Governmental benefit programs in longterm 
care planning 138 

Guardianships and conservatorships in long- 
term care planning 137 

Joint property ownership in longterm care plan- 
ning 137 

Luxury trusts 141 

Medicaid in longterm care planning 138, 139, 
140 

Nursing home expense planning 136 

Trusts in longterm care planning 137 





Elections 

Alternate valuation date election used in con- 
junction with special use real property valua- 
tion election (RR) 22 

Conditional QTIP elections (TAM) 41 

Estimated tax payment by trusts and estates, 
§643(g) 18 

Grandfather election for certain qualified re- 
tirement plans 78 

Invalid §2032A election made where children 
of widow disclaiming property did not sign 
disclaimer (CA 8) 22 

Marital deduction allowed for QTIP in pour- 
over trust despite spouse election against will 
(US TC) 171 

Renunciation of will by surviving spouse is not 
acceptance of benefits, disclaimer of portion 
of statutory share is qualified (PLR) 33 

Revocation of election for trust to recognize 
gain on distribution of appreciated property 
(PLR) 19 

Split-gift election may not be made by estate 
after time for filing gift tax return has passed 
and, in fact, gift tax return has been timely 
filed (TAM) 32, 41 


Estate freezes 

Atiribution of stock ownership 4 

Buy-sell agreements, safe harbor 142 

“Clean money” exclusion 11 

Closely held corporations 142 

Correction period 7 

Deemed gift rule 12 

Disproportionate transfer test 5 

Effective date of RA 1987 amendments 15 

Family partnership estate freeze advance rul- 
ings (RP) 40 

Grantor retained income trust exception 7, 62 

Gross estate inclusion 8 

Guidance and safe harbors for §2036(c) (No- 
tice) 142 

Irrevocable life insurance trusts 108 

Lapses and terminations treated as transfers 13 

Life insurance, safe harbor 142 

No bona fide family sale rule 11 

Personal use property exceptions 142 

Prior law 3 

Proportionality adjustment 9, 13 

Qualified debt 6 

Qualified startup debt 6 

Qualified trust income interests 9 

Regulatory authority 14 

Repeal of §2036(c) included in budget reconcil- 
iation legislation 168 

Retained interest adjustment 10 

Retention until death test 10 

Revenue Act of 1987 amendments 3, 61 

Right of recovery by estate of estate tax against 
person receiving property upon which estate 
tax paid, §2207B 13 

Safe harbor exceptions 6, 24 

Section 2043 offset 10 

Spousal unity rule 11, 142 

Substantial interest test 4 

TAMRA 1988 amendments 7, 23, 61, 142 


Estate planning 

See also 

—Estate freezes 

Advance rulings for estate tax questions 39 
Elderly client considerations 136 

Unified estate and gift tax credit 151 


Estate tax 

Advance rulings policy (RP) 30, 38, 40 

—Estate planning considerations 39 

—Procedures and requirements for ruling re- 
quests 38 





Deduction for projected interest payments to 
controlled closely-held corporation on loan 
used to pay estate taxes upheld (US TCM) 
42 

Deduction for unpaid gift taxes, only half of gift 
tax deductible for split gift where estate and 
spouse each paid half of tax (TAM) 43 

Hidden gift, application of §2504(c) 161 

“Hidden gift” consequences 160 

Housing Act of 1937 Bonds subject to federal 
estate tax (US SupCt) 22 

Irrevocable life insurance trusts 108 

Non-resident aliens, TAMRA 1988 amend- 
ments 29 

Rates, increase for non-resident non-citizens 57 

Revaluation of gifts for estate tax purposes not 
allowed after gift tax statute of limitations 
has run (DC WMo) 70 

Unified credit protection under §2504(c) not 
available for estate tax purposes 160 

Valuation tables for annuities, terms for years, 
life estates, remainder interests and rever- 
sionary interests published by IRS 172 


Estate tax credit for tax on prior transfers 

Value of portion of trust subject to remarriage 
condition not ascertainable and ineligible for 
tax credit (PLR) 21 


Estate tax payment 

See also 

—Extension of time for payment of estate tax, 
§6166 

Testamentary statement directing payment of 
estate taxes from widow’s residuary estate 
without apportionment overrides statutory al- 
location (US TC) 27 


Estates 

See also 

—Administrative expenses 

Income tax deduction taken on estate tax return 
later disallowed when law changed, forgiving 
the income tax due, and amount refunded 
(CA 8) 25 

Inheritance tax liability not shifted from mari- 
tal property through authorization by dece- 
dent for trustee to assume tax burden; mari- 
tal share not reduced by income tax liability 
(US TC) 28 

Interest on late estate and inheritance taxes 
properly allocated against estate income rath- 
er than estate where testator intent clearly 
shown (US TC) 28 


Estimated tax for estates 2nd trusts 
Section 643(g) election 18 
TMRA 1988 amendments 20 


Excess distributions from qualified retirement 
plans 

Computation 75 

Excess accumulations 77 

Grandfather election 78, 80 

Imposition of 15% excise tax 75 

Planning considerations 83 

Threshold amount 75 


Excise taxes 

Estate tax increase for individuals dying with 
excess accumulations, §4980A(d) 30 

Excess distributions from qualified retirement 
plans, §4980A 75 


Executors 

Personal liability for estate tax attaches to U.S. 
executor if Canadian court distributes to ben- 
eficiary the only property remaining with 
which U.S. taxes could be paid (PLR) 30 
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Executors—Contd. 

Reasonableness of executor commissions and le- 
gal expenses for purposes of estate tax deduc- 
tion (TAM) 25 


Extension of time for payment of estate tax, 
§6166 

Interest paid on deferred estate taxes, deduct- 
ible administrative expense not subject to al- 
ternative minimum tax (US TC) 16 

Intrafamily sale of greater than SO percent in- 
terest will accelerate time for payment of tax 
(PLR) 30 

Real estate business in which decedent operated 
and repaired properties, as well as owning 
stock in business, qualifies for §6166 election 
(PLR) 30 


Extraordinary dividends 

Closely-held corporation distribution of extraor- 
dinary dividends to trust was return of princi- 
pal, not distributable net income (PLR) 18 


F 


Family partnerships 

Estate freeze advance rulings (RP) 40 

Net cash receipts of family partnership retained 
by decedent results in inclusion of all partner- 
ship property in gross estate (TAM) 24 


Fees and costs 

Executor’s commission deducted from estate in- 
come is properly allocated to residuary of es- 
tate, charitable bequest amount from residu- 
al estate reduced (US TC) 26 

Reasonableness of executor commissions and le- 
gal expenses for purposes of estate tax deduc- 
tion (TAM) 25 


Financial planning 
Nursing home expense planning 136 


Flower bonds 

Estate entitled to statutory interest rate for es- 
tate tax overpayment due to rejection of bond 
tender; motion to rehear case denied (US 
ClsCt) 30 


Foreign estates 
FIRPTA provisions applicability (Notice) 20 


Foreign governments 
Unrestricted bequest to not eligible for charita- 
ble estate tax deduction (TAM) 145 


Foreign Investment in Real Property Tax Act of 
1980 (FIRPTA) 

Trust, estate, and partnership interests (Notice) 
20 


Foreign partnerships 
FIRPTA provisions applicability (Notice) 20 


Foreign trusts 
FIRPTA provisions applicability (Notice) 20 


G 


Gain recognition 

IRD not recognized by estate from installment 
obligations owed to decedent at death until 
year when notes distributed to obligors 
(PLR) 20 

Revocation of election for trust to recognize 
gain on distribution of appreciated property 
(PLR) 19 





Generation-skipping transfer tax 

Direct skip transfers which qualify under 
§2503(b) exempt from GSTT under certain 
conditions 164 

Due date extended for filing returns for taxable 
distributions and taxable terminations (Ann) 
118 

Gallo exclusion 163 

—Disclaimer, exclusion applicable to interests 
passing to grandchildren by 163 

—Permanent exclusion contained in budget rec- 
onciliation proposal 168 

Gallo exclusion, TAMRA 1988 amendments 
application (PLR) 143 

Grandfather protection under TRA §1433 ef- 
fective date exceptions 166 

Guardian’s right to exercise power to terminate 
trust for benefit of disabled beneficiary at age 
21 satisfies §2503(c) requirements; gift is di- 
rect skip for GST tax purposes (PLR) 36 

Irrevocable life insurance trusts exemption 108, 
112 

Merger of irrevocable charitable income trusts, 
whose charitable periods had already expired, 
does not affect exemption from tax liability 
(PLR) 37 

Merger of irrevocable trusts created in 1974 
and 1976 will not result in generation-skip- 
ping transfer tax liability (PLR) 36 

Million dollar per person exemption 164 

Non-resident aliens 169 

Post-10/22/86 estates direct skip reporting re- 
quirements (Ann) 37 

Qualified domestic trust transfers 56 

Reformation of trust causes loss of GST grand- 
father protection (PLR) 145 

Reformation of trusts to conform with qualified 
S corporation trust requirements does not af- 
fect exemption from GST tax liability (PLR) 
37 

Reverse QTIP election 164 

Reverse QTIP election treatment of QTIP elec- 
tion (PLR) 36 

TAMRA 1988 amendments 33, 112 

Temporary regulations (TD) 36 


Gift tax 

Estate may deduct only 50 percent of gift tax 
arising from pre-death gift by decedent for 
which split-gift election made by estate and 
spouse (TAM) 25, 43 

Filing of gift tax return to avoid statute of limi- 
tations consequences in undervaluation on in- 
trafamily stock sale 158 

Hidden gift, application of §2504(c) 161 

Intra-family stock transfers, risk of undervalua- 
tion and statute of limitations on gift tax 157 

Joint and mutual will law in III. requiring pres- 
ervation of remainder interests results in fed- 
eral gift tax liability upon death of decedent 
(CA 7) 31 

Net gifts within three years of decedent’s death, 
gift tax paid by donee includible in dece- 
dent’s gross estate (CA 8) 23 

S corporation dividend policy gift tax conse- 
quences (PLR) 144 

Section 483 interest rates applicable to in- 
trafamily sale for gift tax purposes (CA 7) 31 

Section 2504(c) protection against increase in 
value of gift property 159 

Split-gift election may not be made by estate 
after time for filing gift tax return has passed 
and, in fact, gift tax return has been timely 
filed (TAM) 32, 41 

Unified credit, avoiding absorption by hidden 
gift via undervaluation in intrafamily sale 
159 

Untimely disclaimer of remainder interest at 
termination of trust results in gift tax liability 





imposition against decedent’s estate (CA 3) 
32; transferee liability for gift tax and inter- 
est limited to amount of gift (CA 3) 33 


Gifts 

See also 

—Net gifts 

Controlling preferred shareholder’s refusal to 
declare dividends is taxable gift (TAM) 60 

Estate freeze deemed gift rule 12 

Failure of grantor to invest trust funds to yield 
reasonable rate of return results in gift of 
remainder interest of the unearned income 
(PLR) 31 

Foregone income due to GRIT’s failure to re- 
place inadequately productive assets with 
normally productive assets is partially com- 
pleted gift (PLR) 63 

Grantor retained income trust creation with re- 
versionary interest in grantor’s estate results 
in completed gift of contingent remainder in- 
terest (PLR) 32 

Income interest for life with ascertainable stan- 
dard including “comfort,” remainder interest 
is completed gift to children (PLR) 31 

Loss of income in grantor retained income trust 
(PLRs) 64 

Non-exercise of Crummey trust demand power 
not taxable gift where beneficiary retained 
control with testamentary power of appoint- 
ment (PLR) 31 

Preferred shareholder’s failure to exercise capi- 
tal call rights is taxable gift (TAM) 61 

Remainder interest in GRIT is completed gift 
despite contingent reversionary interest held 
by grantor’s estate (PLR) 32 

Revaluation of gifts for estate tax purposes not 
allowed after gift tax statute of limitations 
has run (DC WMo) 70 

Valuation of interest free loans (US TC) 117 


Gifts to minors 

Guardian’s right to exercise power to terminate 
trust for benefit of disabled beneficiary at age 
21 satisfies §2503(c) requirements; gift is di- 
rect skip for GST tax purposes (PLR) 36 


Gifts within three years of decedent’s death 

Cancellation and replacement of group-term 
policy with another, proceeds includible in 
gross estate where new policy not automati- 
cally reassigned (CA 7) 23 

Gift tax paid by donee on net gifts within three 
years of decedent’s death includible in do- 
nor’s gross estate (CA 8) 23 

Inclusion in gross estate of gifts made within 
three years of date of death, proposed legisla- 
tion 168 

Irrevocable life insurance trusts 109, 110 

Life insurance, 1981 revisions to §2035 making 
“beamed transfer” or “agency” theories irrel- 
evant reaffirmed (US TC) 171 

Life insurance policy transferred from con- 
trolled corporation to decedent’s family for 
inadequate consideration includible in gross 
estate (TAM) 23 

Life insurance purchased for spouse and paid 
from joint account includible in decedent’s 
gross estate (CA 9) 23 

New life insurance policy acquired by trust with 
refund from old policy, proceeds includible in 
estate due to decedent’s control over issuance 
(US TCM) 42 

Replacement of policy by trustees with no di- 
rect involvement of decedent within three 
years of his death, policy not includible in 
gross estate (TAM) 23 
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Grantor retained income trusts 

Administrative power to substitute assets in 
trust results in grantor trust status for trust 
(PLR) 20 

Contingent reversionary interest to grantor’s es- 
tate does not affect completeness of gift; dis- 
count in gift tax valuation allowable (PLR) 
32 

Creation of GRIT with reversionary interest in 
estate results in completed gift of contingent 
remainder interest (PLR) 32 

Definition 62 

Exception to §2036(c) gross estate inclusion re- 
lating to estate freezes 7, 62 

Failure of grantor to invest trust funds to yield 
reasonable rate of return results in gift of 
remainder interest of the unearned income 
(PLR) 31 

Foregone income resulting from failure to re- 
place inadequately productive assets with 
normally productive assets is partially com- 
pleted gift (PLR) 63 

TAMRA 1988 amendments 9 

Valuation of gift of remainder interest by mor- 
tality table (PLRs) 63 

Valuation of gifts made through loss of income 
(PLRs) 64 


Grantor trusts 

Administrative power to remove and substitute 
trust assets (PLR) 20 

Itemized deductions in excess of two percent 
floor must be passed-through to individual 
taxpayers, Temp. Regs. (TD) 16 

Life insurance purchased on behalf of parents 
by trustee with trust income results in grant- 
or trust status for trust (PLR) 20 

Promissory note conveyed to trust upon which 
only interest paid by grantor deemed to be 
borrowing of trust funds (TAM) 20 

TAMRA 1988 amendments 20 


Gross estate 

Estate freeze property retained until death 8 

Housing Act of 1937 bonds 22 

Life insurance proceeds, exclusion where dece- 
dent had no incident of ownership, §2035 
“beamed transfer” theory rejected (US TC) 
92 

Withdrawals from decedent’s checking and bro- 
kerage accounts under power of attorney, ex- 
clusion from estate if withdrawn before dece- 
dent’s death (US TC) 22 


Gross income 

Lump-sum payment received from settlement 
with estate in lieu of estate distribution of 
income interest in testamentary trust is taxa- 
ble income (US TC) 17 


Group-term life insurance 

Cancellation and replacement of group-term 
policy with another, proceeds includible in 
gross estate where new policy not automati- 
cally reassigned (CA 7) 23 


Guardians 

Right to exercise power to terminate trust for 
benefit of disabled beneficiary at age 21 satis- 
fies §2503(c) requirements; gift is direct skip 
for GST tax purposes (PLR) 36 


H 


Housing Act of 1937 Bonds 
Project notes not exempt from excise taxes in- 
cluding federal estate tax (US SupCt) 22 





Imputed interest 
Section 483 interest rates applicable to in- 
trafamily sale for gift tax purposes (CA 7) 31 


Income in respect of decedent (IRD) 

Installment obligations owed to decedent do not 
automatically pass to estate, gain recognized 
in year when notes distributed to obligors 
(PLR) 20 


Indebtedness 

Mortgage on real property passing to son is in- 
debtedness chargeable against residuary es- 
tate, marital deduction reduced (US TC) 27 

Qualified debt for estate freezes 6 


Individual retirement arrangements (IRAs) 

See also 

—Rollovers 

Marital deduction available for IRA distribu- 
tions to trust (RR) 146 


Inheritance taxes 

Marital share reduced by taxes allocable to 
marital property despite authorization for 
trust to pay entire amount; marital share not 
reduced by income tax liability (US TC) 28 

Unlimited federal estate tax marital deduction 
not available to portion of estate used to pay 
state inheritance taxes (CA 9) 26 


Installment obligations 

Estate does not recognize income in respect of 
decedent on notes owed to decedent at death 
until year when notes distributed to obligors 
(PLR) 20 


Insufficient consideration 
Estate freezes, §2043 offset 10 


Interest 

See also 

—Imputed interest 

Allocation of interest payments for late estate 
and inheritance taxes against estate income 
rather than estate proper where intent clearly 
shown (US TC) 28 

Charitable remainder annuity trust or unitrust 
amounts, interest rate for amounts deferred 
by estate administration (RR) 20 

Deduction for interest paid 

—Section 6166 interest on deferred estate taxes 
held deductible administrative expense not 
subject to alternative minimum tax (US TC) 
16 

No interest on refunds allowed under TRA 
1984 change of law permitting deduction of 
entire charitable remainder trust fund where 
income beneficiary dies within same year 
(US ClsCt) 25 

Valuation of interest-free joans (US TC) 117 


Interest-free loans 

Demand loans between related parties, Dick- 
man case analysis 59 

Split-gift election may not be made by estate 
after time for filing gift tax return has passed 
and, in fact, gift tax return has been timely 
filed (TAM) 323000 

Valuation for gift tax purposes (US TC) 117 


Internal Revenue Service 
Private Letter Rulings limited (RP) 117 


Intrafamily sale of stock 
Arm’s-length transactions 157 
Estate tax 160 





Gift tax return not filed 157 

Hidden gift determination consequences 158 

Section 2504(c) 159, 160, 161 

Unified credit to offset gift tax 159 

Valuation adjustments by IRS in later years 
158 


Intrafamily transfers 

See also 

—lIntra family sale of stock 157 

Section 483 interest rates applicable to sale for 
gift tax purposes (CA 7) 31 

Section 6166 deferred estate tax payment will 
be accelerated by sale of greater than SO per- 
cent interest to family member (PLR) 30 


Irrevocable inter vivos trusts 

Beneficiary’s power to remover trustee having 
authority to distribute income and principal 
for benefit of beneficiary deemed general 
power of appointment (PLR) 115 

Generation-skipping transfer tax liability does 
not attach upon merger of irrevocable trusts 
created in 1974 and 1976 (PLR) 36 

Guardian’s right to exercise power to terminate 
trust for benefit of disabled beneficiary at age 
21 satisfies §2503(c) requirements; gift is di- 
rect skip for GST tax purposes (PLR) 36 

Life insurance trusts 108 


Irrevocable life insurance trusts 

Annual gift tax exclusion 108 

Crummey power limited (TAM) 113 

Crummey withdrawal power 108 

Estate freezes 108 

Estate tax consequences 108 

Generation-skipping transfer tax exemption 
108, 112 

Gifts within three years of decedent’s death 
109, 110 

Grantor power to substitute trustees (PLR) 111 

“Hanging power” limited (TAM) 113 

Incidents of ownership (TAM) 110 

Powers of appointment 115 

Surviving spouse power to substitute trustees 
(PLR) 111 


Itemized deductions 

Pass-through entities to be ignored, deductions 
in excess of two percent floor to be included 
in taxpayers’ income tax computation, Temp. 
Regs. (TD) 16 

TAMRA 1988 amendments to two percent 
floor on miscellaneous itemized deductions 16 


J 


Joint and survivor annuities 

Present value of survivorship annuity included 
in gross estate where decedent was board 
member with power to modify or terminate 
corporate plan (US TC) 24 

QTIP marital deduction property (PLR) 26 


Jointly-owned property 

Joint purchases of term and remainder interests 
in property, denial depreciation deduction in 
budget reconciliation legislation 168 

Longterm care planning 137 

Medicaid, planning techniques 141 

Survivorship interest disclaimer period begins 9 
months after death of joint tenant, rather 
than 9 months after creation of joint tenancy 
(CA 8) 32; Fourth Circuit concurs (CA 4) 
117 

TAMRA 1988 amendments to estate tax treat- 
ment of property held with right of survivor- 
ship by citizen and non-U:S. citizen 25 
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K 


Kiddie tax 
Alternative minimum tax, coordination with 16 
TAMRA 1988 amendments 16 


L 


Legal expenses 

New York Surrogate Court determination of 
amount of expenses not conclusive on IRS as 
to allowability of expenses for estate tax de- 
duction (CA 2) 25 

Reasonableness of executor commissions and le- 
gal expenses for purposes of estate tax deduc- 
tion (TAM) 25 


Life estates 

See also 

—Retained life estates 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87, 92, 172 

Marital deduction applies to life estate despite 
restrictions in connection with payment of ex- 
penses on property (US TC) 146 


Life insurance 

Estate freeze safe harbor (Notice) 142 

Gifts within three years of decedent’s death 

—Active role played by decedent in obtaining 
policy and paying of premiums from joint ac- 
count results in inclusion of proceeds in gross 
estate (CA 9) 23 

—Cancellation and replacement of group-term 
policy with another, proceeds includible in 
estate where new policy not automatically re- 
assigned (CA 7) 23 

—Controlled corporation transfer of policy for 
inadequate consideration to decedent’s fami- 
ly, policy includible in gross estate (TAM) 23 

—Refund from old policy used by trust to ac- 
quire new policy, proceeds includible in es- 
tate due to decedent’s control over issuance of 
policy (US TCM) 42 

Gifts within three years of decedent’s death, 
“beamed transfer” and “‘agency” theories’ ir- 
relevancy reaffirmed (US TC) 171 

Proceeds excluded from gross estate where de- 
cedent had no incident of ownership, §2035 
“beamed transfer” theory rejected (US TC) 
92 

Replacement of policy by trustees with no di- 
rect involvement of decedent within three 
years of his death, policy not includible in 
gross estate (TAM) 23 

Trustee purchase of insurance on behalf of par- 
ents with trust income results in grantor trust 
status for trust (PLR) 20 


Life insurance trusts 
See 
—lIrrevocable life insurance trusts 


Lifetime QTIP 
See 
—Qualified terminable interest property 


Loans 
interest-free demand loans, taxability 59 


Valuation of interest free loans resulting in gifts 
(US TC) 117 


M 
Marital deduction (Estate tax) 


See also 
—Qualified terminable interest property 





Administration expenses chargeable to income 
do not reduce marital deduction (US TC) 70 

Citizenship 26 

Community property and separate property 
maximum deduction formula clause in 1977 
will entitles estate to deduction for one-half 
of the estate (US TC) 27 

Disallowance for non-citizen surviving spouses 
52 

Estate tax payment clause directing payment to 
be from widow’s residual portion of estate 
without apportionment overrides statutory al- 
location (US TC) 27 

Interest on late estate and inheritance taxes 
properly allocated against estate income rath- 
er than estate where testator intent clearly 
shown (US TC) 28 

IRA distributions to trust qualify for marital 
deduction (RR) 146 

Life estate qualified for marital deduction de- 
spite restrictions (US TC) 146 

Marital share reduced by taxes allocable to 
marital property despite authorization for 
trust to pay entire amount; marital share not 
reduced by income tax liability (US TC) 28 

Mortgage on real property passing to son is in- 
debtedness chargeable against residuary es- 
tate, marital deduction reduced (US TC) 27 

Non-resident aliens 26 

Pecuniary credit shelter bequest that must be 
funded with property valued at date of distri- 
bution followed by marital trust, marital de- 
duction allowed (T AM) 144 

Pre-ERTA formula clause did not seek maxi- 
mum marital deduction, ERTA transition 
rule not applicable, unlimited deduction al- 
lowed (US TCM) 28 

QTIP allowed marital deduction in pour-over 
trust even though spouse elected against will 
(US TC) 171 

Qualified domestic trusts 26 

Spouse’s interest in decedent’s estate termina- 
ble and ineligible for deduction where inter- 
est conditioned on surviving estate distribu- 
tion (US TCM) 28 

State court reformation of decedent’s trust cre- 
ating special power of appointment for spouse 
not effective for federal estate tax marital 
deduction purposes (US TCM) 28 

Statutory share deemed to pass directly from 
decedent to surviving spouse is eligible for 
marital deduction (PLR) 29 

Surviving spouse’s share of residuary estate 
must bear pro rata share of debts and ex- 
penses but not death taxes (RR) 29 

Survivorship condition requiring funding of 
trust renders marital deduction invalid where 
under state law there could be no assurance 
trust would be funded within certain time 
period (RR) 29 

TAMRA 1988 amendments 26 

Uncertain amount in marital portion of residu- 
ary estate is eligible for deduction where 
state law requires trustees to act impartially 
regarding all beneficiaries (PLR) 29 

Unconstitutional dower statute results in reduc- 
tion of marital deduction from settlement 
amount to amount actually bequeathed to 
spouse (US TC) 26 

Unlimited deduction not available to portion of 
estate used to pay state inheritance taxes 
(CA 9) 26 

U.S. surviving spouse of non-resident alien 57 


Marital deduction (Gift tax) 

Disallowance for gifts to non-citizen spouses 56 
Qualified terminable interest property 152, 155 
TAMRA 1988 amendments 33, 56 





Marital deduction trusts 

See also 

—Qualified terminable interest property 

Marital accumulation trust and marital income 
trust holding gas and oil interests not corpo- 
ration for tax purposes (PLR) 21 

Qualified domestic trusts 26 

Qualified domestic trusts, proposed legislation 
169 

State court reformation of decedent’s trust cre- 
ating special power of appointment for spouse 
not effective for federal estate tax marital 
deduction purposes (US TCM) 28 

Surviving spouse-trustee may sell interest-free 
bonds, thereby increasing amount of income 
above taxable income, and retain marital de- 
duction (TAM) 29 


Medicaid 
Longterm care planning 138, 140 


Medicare 
Longterm care planning 138 


Merger of trusts 

Generation-skipping transfer tax does not apply 
to merger of irrevocable charitable income 
trusts (PLR) 37 

Generation-skipping transfer tax liability does 
not attach upon merger of irrevocable trusts 
created in 1974 and 1976 (PLR) 36 


Multiple trusts 
TAMRA 1988 amendments 18 


N 


Net gifts 

Estate income tax deduction taken for tax due 
pursuant to Diedrich case, later refunded due 
to change in law, not deductible on estate tax 
return (CA 8) 25 

Gift tax paid by donee includible in donor’s 
gross estate on gifts made within three years 
of donor’s death (CA 8) 23 


Net profits interests 

Charitable contribution not deductible where 
less than taxpayer’s entire interest and not an 
undivided portion of taxpayer’s entire interest 
(RR) 18 


Non-resident aliens 

Estate tax marital deduction disallowance 52 

Estate tax marital deduction for U.S. surviving 
spouse 57 

Estate tax rates, increase 57 

Federal estate tax, TAMRA 1988 amendments 
29, 52 

France-U.S. treaty allowing use of lower set of 
estate tax rates does not extend to use of 
respective deductions or credits used with 
those rates (US TC) 29 

Generation-skipping transfer problems 169 

Gift tax marital deduction disallowance 56 

Marital deduction 26, 57 


O 


Oil, gas, and geothermal property 

Oil and gas royalty rights seld after death of 
decedent not a disposition of special use valu- 
ation property (RR) 22 


Omnibus Budget Reconciliation Act of 1989 
Estate-related provisions of Senate Finance 
Committee version of bill 168 
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Overpayment of tax 

Estate entitled to statutory interest rate for es- 
tate tax overpayment due to rejection of flow- 
er bond tender; motion to rehear case denied 
(US ClsCt) 30 


Overriding royalties 

Charitable contribution not deductible where 
less than taxpayer’s entire interest and not an 
undivided portion of taxpayer’s entire interest 
(RR) 18 


P 


Partnerships 

Business trust classified as trust for tax pur- 
poses (RR) 21 

Real estate limited partnership participation by 
§501(c)(3) organization permitted without 
losing exemption or generating UBIT (TAM) 
167 

Retention of all net cash receipts of partnership 
by decedent results in inclusion of all partner- 
ship property in gross estate (TAM) 24 

Retention of rental income of partnership by 
general partner is retained life estate includi- 
ble in gross estate (TAM) 24 


Pooled income funds 

See also 

—Real estate pooled income funds 

Advance rulings policy (RP) 19, 40 

Amendment of instrument to create deprecia- 
tion reserve (GCM) 19 

Charitable income tax deduction 101 

Definition 100 

Depreciation deduction 123 

Estate tax deduction 101 

Gift tax deduction 101 

Overview 100 

Sample declaration of trust and instruments of 
transfer (RP) 19 

Securities law application 132, 133 

Specimen PIF (RP) 129 

State charitable solicitation and trust laws com- 
pliance 134 

Taxability as non-grantor trust 100, 123 


Pourover trusts 
QTIP eligible for marital deduction despite 
spouse election against will (US TC) 171 


Power of attorney 

Annual gift tax exclusion applies to pre-mortem 
gifts made pursuant to power under which 
state law grants authority “to grant or con- 
vey” (US TCM) 40 

Elderiy longterm care planning using durable 
power of attorney 136 


Powers of appointment 

See also 

—Marital deduction trusts 

Beneficiary’s estate must include trust property 
where beneficiary has power to remove and 
replace trustee having authority over income 
and principal for benefit of beneficiary (PLR) 
115 

Beneficiary’s power to remover trustee having 
authority to distribute income and principal 
for benefit of beneficiary deemed general 
power of appointment (PLR) 115 

Creditors of holder’s estate, power exercisable 
in favor of, but not otherwise exercisable in 
favor of holder or holder’s estate, is general 
power (PLR) 25 

Non-exercise of Crummey trust demand power 
not taxable gift where beneficiary retained 
control with testamentary power (PLR) 31 





Release of pre-1942 right to buy stock from 
trust at par or book value with low-interest 
rate promissory note is general power but not 
gift (PLR) 25 


Preferred stock 
See also 
—Section 306 stock 


Private Letter Rulings 

Estate tax ruling policy (RP) 30, 38, 40 

—Estate planning considerations 39 

—Procedures and requirements for ruling re- 
quests 38 

Family partnership estate freezes (RP) 40 

IRS limits (RP) 117 

Pooled income funds (RP) 19, 40, 130 


Property in which decedent had an interest 
See also 
—Gross estate 


Publications 

“A Practitioner’s Perspective in Perspective: A 
Reply to Mr. Aucutt,” Tax Lawyer 119 

“A Quick Fix on TAMRA — Technical and 
Miscellaneous Revenue Act of 1988,” Pro- 
bate and Property 119 

“Allocating GST Exemption to Crummey Gifts 
— a Preliminary Analysis,” Probate & Prop- 
erty 147 

“Analysis of the TAMRA Changes to the Valu- 
ation Freeze Rules: Parts I and II,” Journal 
of Taxation 72 

“Art Law,” Practicing Law Institute 94 

“Attorney-Beneficiary: Wearing Two Hats Can 
Cause Headaches,” Probate Practice Report- 
er 147 

“Disclaimer of Joint Tenancy Interest — When 
Does the Nine Month Time Limit in I.R.C. 
§2518 Begin to Run?” Indiana Law Review 
95 

“Discounting Intrinsic Value,” Trusts & Es- 
tates 95 

“Estate Administration and Tax Planning for 
Survivors,” Garland Law Publishing 45 

“Estate and Financial Planning for the Aging 
and Incapacitated Client, 1989,” Practicing 
Law Institute 94 

“Estate Planning and Administration Service,” 
Warren, Gorham & Lamont, Inc. 119 

“Federal Income Taxation of Estates and 
Trusts,” Warren, Gorham and Lamont Inc. 
45 

“Federal Taxes and Management Decisions,” 
Richard Irwin, Inc. 119 

“Forming a Foundation: Trusts v. Corpora- 
tion,” Probate and Property 120 

“Further Observations on Transfer Tax Re- 
structuring: A Practitioner’s Perspective,” 
Tax Lawyer 119 

“Income Taxation of Estates and Trusts,” Prac- 
tising Law Institute 147 

“Irrevocable Grantor Trust Can Assure Eligi- 
bility for Medicaid,” E.P. 95 

“Magic Wand of Estate Planning,” Probate 
and Property 72 

“Minimizing Taxes on Excess Retirement Dis- 
tributions and Accumulations,” Taxation for 
Accountants 46 

“New Death Tax Clause: A Supplement to 
‘Death Tax Clauses in Wills and Trusts,” 
Real Property Probate and Trust Journal 46 

“New Planning Required for Surviving Spouses 
Who Are Not U.S. Citizens,” Journal of Tax- 
ation 95 

““Non-Qualified Charitable Lead and Remain- 
der Trusts: Planning Considerations,” TAX- 
ES 47 





“O’Neal’s Close Corporations,” Callaghan and 
Co. 46 

“Postmortem Estate Planning: Strategies for 
Executors and Beneficiaries,” Practising Law 
Institute 147 

“Pre-Mortem Planning Can Ease Burden of 
Partner’s Income Taxes in Year of Death,” 
Journal of Taxation 47 

“Preparation of the Fiduciary Income Tax Re- 
turn 1988,” Practicing Law Institute 94 

“Redoing the Estate and Gift Taxes along Easy 
to Value Lines,” Tax Law Review 46 

“Section 2036(c): The Monster that Ate Estate 
Planning and Installment Sales, Buy/Sells, 
Options, Employment Contracts and 
Leases,” TAXES 72 

“Split Purchases May Still Be Viable After RA 
°87 and TAMRA,” Journal of Taxation 72 

“State Court Decisions in Federal Transfer Tax 
Litigation: Bosch Revisited,” Real Property, 
Probate and Trust Journal 72 

“TAMRA Creates New Tax Traps For Non- 
USS. Citizens,” Trusts & Estates 120 

“Tax-Favored Deferred Compensation Plans 
Tax Planning for Business Owners and Exec- 
utives After the Tax Reform Act of 1986 and 
TAMRA,” Tax Lawyer 148 

“Taxes on Plan Distributions: Too Much, Too 
Little, Too Late,” Probate & Property 47 

“Technical Corrections Cause New Tremors 
and Aftershocks,” Trusts & Estates 72, 95 

“The Chilling Effect of the AMT On Charita- 
ble Contributions,” Trusts and Estates 148 

“Update on Whether to Consider Using a 
Funded Living Trust to Avoid Probate,” Es- 
tate Planning 120 

“Use of Trusts in Estate Planning 1988,” Prac- 
ticing Law Institute 95 

“What Should The Fiduciary Do About Envi- 
ronmental Liability,” Trusts and Estates 120 

“What to Look For In Analyzing a Proposed 
Life Insurance Policy,” Estate Planning 147 

“Will Administration Expenses Charged to In- 
come Reduce the Marital Deduction,” Jour- 
nal of Taxation 148 

“Wills, Trusts, and Estate Planning Law and 
Taxation,” West Publishing Co. 45 


Q 


Qualified domestic trusts 

Amount of tax 53 

Charitable remainder trust 56 

Collection of tax 55 

Credit for tax on prior transfers 54 

Generation-skipping transfer tax 56 

Intestate property 55 

Property affected 55 

Qualification as QTIP trust 54 

Qualifying requirements and tax treatment of 
trust 26, 53 


Qualified retirement plans 
Excess distributions, tax on 75 


Qualified terminable interest property 

Conditional QTIP elections (TAM) 41 

Credit shelter principle 151 

Definition, proposed legislation 168 

Joint and survivor annuities (PLR) 26 

Joint and survivor annuities qualifying as 
QTIP, proposed legislation 169 

Lifetime QTIP 

—Characteristics 152 

—Reasons for unpopularity 151 

—Retained interests 155 

—Retained powers 152 

—Trust arrangement 156 
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Qualified terminable—Contd. 

Marital deduction allowed for QTIP in pour- 
over trust even though spouse elected against 
will (US TC) 171 

Reverse QTIP election, generation-skipping 
transfer tax 164 

Son’s right to buy family house for below-mar- 
ket price at below-market interest rate ren- 
ders all marital trust property ineligible for 
QTIP status (TAM) 29 

Special generation-skipping transfer trust elec- 
tions (PLR) 36 

State court reformation of trust after decedent’s 
death to allow distribution of all net income 
does not qualify trust for QTIP marital de- 
duction (TAM) 28 

Trust that accrued income between last distri- 
bution and death of surviving spouse not eligi- 
ble to be QTIP trust; estate tax savings by 
surviving spouse’s estate allowed (US TC) 
27; “Interim settlement procedure” (Notice) 
68 

Waiver of right of recovery, proposed legisla- 
tion 168 


Qualified terminable interest property trusts 

Interim settlement procedure for trusts where 
marital deduction was not allowable in estate 
of first spouse to die (Notice) 68 


R 


Real estate pooled income funds 

See also 

—Pooled income funds 

Abusive tax schemes distinguished 127 

Benefits to donee 102 

Benefits to donor 102 

Cash flow to donor 102 

Depreciation pass-through 101 

Depreciation reserve requirement (GCM) 124, 
125 

Hypotheticals analyzing cash flow and net as- 
sets to heirs 103 

Impact of depreciation reserve requirement 128 

Return 102 

Safe harbor of Rev. Proc. 88-53 not extended to 
real estate PIFs 130 

Typical structure 101 

Valuation of remainder interest 126 


Real property 

Deferral of estate tax election eligibility for 
business in which decedent operated and re- 
paired properties as well as invested in busi- 
ness (PLR) 30 

Life estate qualified for marital deduction de- 
spite restrictions in connection with payment 
of expenses on property (US TC) 146 

Personal residence 

—Estate freeze safe harbor (Notice) 142 

Reproduction costs of land and buildings may 
be used to determine charitable deduction 
amount (CA 8) 17 

Section 501(c)(3) organization may participate 
in real estate limited partnership without los- 
ing exemption or generating UBIT (TAM) 
167 


Recapitalizations, corporate 

Controlling preferred shareholder’s refusal to 
declare dividends is taxable gift (TAM) 60 

Preferred shareholder’s failure to exercise capi- 
tal call rights is taxable gift (TAM) 61 





Redemptions of corporate stock to pay death 
taxes 

Non-voting stock dividend is part of estate’s 
common stock holding and eligible for §303 
redemption (RR) 18 


Regulations 

Charitable contribution of property, appraisal 
requirement, Final Regs. 17 

Generation-skipping transfer tax, Temp. Regs. 
(TD) 36 

Itemized deductions and pass-through entities, 
Temp. Regs. (TD) 16 


Remainder interests 

Contingent reversionary interest held by grant- 
or’s estate does not affect completeness of gift 
of remainder interest; gift tax value may be 
reduced (PLR) 32 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87, 92, 172 

Failure of grantor to invest trust funds to yield 
reasonable rate of return results in gift of 
remainder interest of the unearned income 
(PLR) 31 

Gift tax and interest liability against children- 
donees of remainder interest untimely dis- 
claimed by parent is limited to amount of gift 
(CA 3) 33 

Grantor retained income trust created with re- 
versionary interest in grantor’s estate results 
in completed gift of contingent remainder in- 
terest (PLR) 32 

Income interest for life with ascertainable stan- 
dard including “‘comfort,” remainder interest 
is completed gift to children (PLR) 31 

Joint and mutual will law in Ill. requiring pres- 
ervation of remainder interests results in fed- 
eral gift tax liability upon death of decedent 
(CA 7) 31 

Joint purchases of term and remainder interests 
in property, denial depreciation deduction in 
budget reconciliation legislation 168 

Real estate pooled income fund remainder in- 
terest valuation 126 


Rental income 

Retention of rental income of partnership by 
general partner is retained life estate includi- 
ble in gross estate (TAM) 24 


Reporting requirements 

Post-10/22/86 estates generation-skipping 
transfer tax direct skip reporting require- 
ments (Ann) 37 


Retained life estates 

See also 

—Estate freezes 

Agreement not to probate husband’s will and 
gift of one-half interest in farm equipment to 
son followed by gift of life estate by son to 
surviving spouse not retained life estate (US 
TCM) 24 

Estate freezes 3, 61 

Net cash receipts of family partnership retained 
by decedent results in inclusion of all partner- 
ship property in gross estate (TAM) 24 

Present value of survivorship annuity adopted 
by decedent’s controlled corporation includi- 
ble in gross estate (US TC) 24 

Rental income of partnership from leased prop- 
erty retained by general partner included in 
gross estate (TAM) 24 

Right of recovery by estate of estate tax against 
person receiving property upon which estate 
tax paid, §2207B 13 

TAMRA 1988 amendments 9, 108 





Returns 

Filing of gift tax return to avoid statute of limi- 
tations consequences of undervaluation in in- 
trafamily stock sale 158 

Generation-skipping transfer tax, due date ex- 
tended for filing returns for taxable distribu- 
tions and taxable terminations (Ann) 118 


Revenue Act of 1987 
Estate freezes, §2036(c) 3, 61 


Reversionary interests 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87, 92, 172 

Grantor retained income trust created with re- 
versionary interest in grantor’s estate results 
in completed gift of contingent remainder in- 
terest (PLR) 32 

Remainder interest in GRIT is completed gift 
despite contingent reversionary interest held 
by grantor’s estate; gift tax value may be 
discounted (PLR) 32 


Reversionary trusts 
TAMRA 1988 amendments 20 


Revocable transfers 

Present value of survivorship annuity included 
in gross estate where decedent was board 
member with power to modify or terminate 
corporate plan (US TC) 24 


Rollovers 

Disclaimer of interest in beneficiary trust into 
which decedent’s retirement benefits were to 
be directed in favor of rollover of benefits to 
surviving spouse’s IRA was timely (PLR) 32 


Royalties 

See also 

—Overriding royalties 

Oil and gas royalty rights sold after death of 
decedent not a disposition of special use valu- 
ation property (RR) 22 


S 


S corporations 

Gift tax consequences of S corporation dividend 
policy (PLR) 144 

Reformation of trusts to conform with qualified 
S corporation trust requirements does not af- 
fect generation-skipping transfer tax exemp- 
tion (PLR) 37 


Sales 
Intra-family stock sale undervaluations and gift 
tax consequences 157 


Section 306 stock 

Charitable contribution deduction precluded by 
§179 (TAM) 171 

Charitable income tax deduction value is FMV 
reduced by amount by which gain would have 
been taxed as ordinary income had stock 
been sold (US TC) 18 


Section 501(c\3) organizations 

Real estate limited partnership participation 
permitted without losing exemption or gener- 
ating UBIT (TAM) 167 


Securities law 
Pooled income fund compliance 132, 133 


Settlements 
Lump-sum payment received from settlement 
with estate in lieu of estate distribution of 
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Settlements—Contd. 

Lump-sum payment—Contd. 
income interest in testamentary trust is taxa- 
ble income (US TC) 17 


Short taxable years 
Trusts calendar year shift (Notice) 19 


Social Security 
Longterm care planning 138 


Special use real property valuation election 

Alternate valuation date election used in con- 
junction with special use real property valua- 
tion election (RR) 22 

Invalid election made where children of widow 
disclaiming property did not sign disclaimer 
(CA 8) 22 

Less than 25 percent of eligible farmland may 
be included in valid election (DC CIll) 22 

Oil and gas royalty rights sold after death of 
decedent not a disposition of special use valu- 
ation property (RR) 22 
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See 
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Surviving spouse’s share of residuary estate 
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regarding all beneficiaries (PLR) 29 
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See 
—lInheritance taxes 
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Filing of gift tax return to avoid statute of limi- 
tations consequences in undervaluation on in- 
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—Later year adjustments 158 

Intra-family stock transfers, risk of undervalua- 
tion and statute of limitations on gift tax 157 
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Control premium, minority discounts, gift tax 
valuation of stock in family-owned corpora- 
tion transferred among family members 
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ute of limitations on gift tax 157 

Valuation for estate tax, transfer restrictions 
and prices set in buy-sell and option agree- 
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Stock purchase agreements 
Buy-sell agreements granted safe harbor from 
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Supreme Court of the United States 
Housing Act of 1937 Bonds not exempt from 
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Tax-exempt bonds 
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Generation-skipping transfer tax 163 


Tax shelters 
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Tax treaties 
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Trusts 19 
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Estate freezes, §2036(c) 7, 23, 61, 108, 142 

Estate tax increase for individuals dying with 
excess accumulations, §4980A(d) 30 

Estate tax marital deduction for property pass- 
ing from non-resident alien to surviving U.S. 
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Estate tax rate increases for non-resident non- 
citizens 57 

Estate tax valuation tables for annuities, terms 
for years, life estates, remainder interests, 
and reversionary interests 21, 87 

Estimated tax for trusts and estates 20 

Estimated tax payment election for estates and 
trusts 18 

Generation-skipping transfer tax 33, 112, 143, 
163 

Gift tax marital deduction 33, 56 

Grantor trusts 20 
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Jointly-owned property with right of survivor- 
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tate tax treatment 25 

Kiddie tax 16 

Marital deduction 26, 33 

Multiple trusts 18 

Non-resident alien estate tax treatment 29, 52 

Qualified domestic trusts 26, 52 

Retained life estates 23 

Reverse QTIP election, generation-skipping 
transfer tax 164 

Reversionary trusts 20 

Special use real property valuation election 22 

Taxable year of trusts 19 

Unlimited gift tax marital deduction, disallow- 
ance for gifts to non-citizen spouses 56 


Transferee liability 

Gift tax and interest liability against children- 
donees of remainder interest untimely dis- 
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Trustees 

Pooled income funds, apportionment of depreci- 
ation deduction between income beneficiary 
and trustee 123 

Power to substitute under irrevocable life insur- 
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Surviving spouse-trustee may sell interest-free 
bonds, thereby increasing amount of income 
above taxable income, and retain marital de- 
duction (TAM) 29 

Uncertain amount in marital portion of residu- 
ary estate is eligible for deduction where 
state law requires trustees to act impartially 
regarding all beneficiaries (PLR) 29 


Trusts 

See also 

—Business trusts 

—Charitable income trusts 

—Charitable remainder trusts 

—Crummey trusts 

—Generation-skipping transfer tax 

—Grantor retained income trusts 

—Grantor trusts 

—lIrrevocable life insurance trusts 

—Merger of trusts 

Generation-skipping transfer tax, Gallo exclu- 
sion following TAMRA (PLR) 143 

Hanging power in trust document invalid be- 
cause of classification as condition subse- 
quent (TAM) 67 
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